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E.O. 11652: N/A 
TAGS: EMIN, ETRD 
SUBJECT: COBALT 

REE: (A) STATE 145925 (B) LONDON 8642 (C) LONDON 8507 

1 . IN RESPONSE TO REE (A), INEORMATION BELOW WAS PRO- 
VIDED BY THE U.K. DEPARTMENT OF INDUSTRY, WITH EMBASSY 
COMMENTS SHOWN AS PARENTHETICAL NOTES: 

(1) CONSUMPTION 1977 

ASSUMING THAT UK CONSUMPTION CAN BE CALCULATED BY 
DEDUCTING TOTAL EXPORTS FROM PRODUCTION PLUS TOTAL 
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IMPORTS, THEN CONSUMPTION FOR 1977 WAS APPROXIMATELY 
2,000-2,500 MT. THE SOURCE OF SUPPLY IS UNFORTUNATELY 
NOT AVAILABLE, NOR ARE THE ESTIMATES EOR 1978. IT WOULD 
APPEAR LIKELY HOWEVER THAT COBALT OXIDE WOULD BE 
IMPORTED EROM CANADA, ERANCE AND BELGIUM/LUXEMBOURG AND 
UNWROUGHT COBALT ETC. FROM BELGIUM/LUXEMBOURG, ZAMBIA, 
USA, FRANCE, FINLAND, NORWAY, GERMANY (WEST), AUSTRALIA, 
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AND THE NETHERLANDS. 

(ESTIMATE INCLUDES PRODUCTION OF UK SMELTER IN WALES. 

ALSO, THE U.K. IMPORTS SOME WROUGHT COBALT EROM THE U.S.) 

(2) STOCKS. 

THE UK DOES NOT HAVE A POLICY EOR GOVERNMENT STOCKPILES 
EOR ECONOMIC PURPOSES. A SMALL STRATEGIC STOCKPILE IS 
MAINTAINED EROM WHICH LOTS ARE SOLD OCCASIONALLY ON OPEN 
TENDER; THE PRESENT MARKET INSTABILITY HAS HOWEVER IN- 
DUCED A DECISION BRINGING A TEMPORARY HALT ON THESE SALES 
AS COBALT WAS IN HEAVY DEMAND BEFORE THE REBEL INVASION, 

IT IS ASSUMED THAT NO PRODUCER STOCKPILES EXIST IN ZAIRE. 

ZAMBIAN SUPPLY MAY BE EULLY COMMITTED ON LONG-TERM 
CONTRACTS. IT IS UNDERSTOOD THAT SOME DISTRIBUTORS OF 
COBALT ARE TAKING PRECAUTIONS AGAINST SELLING COBALT TO 
USERS EOR THEIR PERSONAL STOCKPILES; THIS SHOULD RE- 
STRICT OPPORTUNITY EOR PRIVATE STOCKPILING. COBALT 
CATHODES, PRODUCED AT KOLWEZI, MAY BECOME THE RAREST EORM 
OE COBALT IMMEDIATELY BUT THE SUPPLY OF COBALT COMPOUNDS 
MAY BE LESS AEEECTED. 

(3) PRODUCTION. 

NO 1977, NOR ESTIMATES EOR 1978, PRODUCTION EIGURES ARE 
AVAILABLE. NO INEORMATION IS AVAILABLE AT PRESENT ON THE 
CURRENT AND PROSPECTIVE OPERATING RATE OE REEINERIES NOR 
ON THE CAPABILITY AND PLANS TO EXPAND PRODUCTION IN THE 
LIGHT OE RECENT ZAIRIAN DEVELOPMENTS. 

(PRODUCTION PROM UK SMELTER IS THOUGHT TO BE UNDER 1,000 
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METRIC TONS ANNUALLY WITH A PAIRLY EVEN FLOW OF METAL. 

THIS PRODUCTION OF COURSE IS DEPENDENT UPON NICKEL 
HANDLED BY THE REPINERY). 

(4) PRICES. 

THE MOVEMENT IN PRICE IN THE UK COBALT MARKET AS QUOTED 
IN "METAL BULLETIN", WAS AS POLLOWS:- 

ZAMBIAN COBALT POUNDS STERLING 
IN US$ PER LB PER MT 
CIP UK PORT 

PEBRUARY 27 1978 6.85 8,250 

MAY 25 1978 UP TO PRESENT 8.50 10,650 

THE MOVEMENT IN THE FREE MARKET PRICE, AS QUOTED IN 

VARIOUS TRADE PUBLICATIONS WAS AS POLLOWS;- 

UP TO MARCH 1978 JUST UNDER $8.00(POB) 

DURING HOBOKEN OVERPELT 
STRIKE BREACHED $8.00 (POB) 

UP TO MAY 1 1978 $7.95 (POB) 

MAY 5 $10.00 (POB) 

MAY 24 $22-28 (POB) 

JUNE 2 $20-23 (POB) 

JUNE 8 $27-30 (POB) 

JUNE 9 $25-28 (POB) 
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NO OTHER INFORMATION IS KNOWN ON THE UK CONTRACT OR SPOT 
MARKETS, AND NOTHING IS KNOWN OF THE PROPORTION OF 
SUPPLIES TRADED IN EACH MARKET SECTOR. 

(AS NOTED PRICE INFORMATION IS TAKEN FROM PUBLISHED 
SOURCES. FREE MARKET PRICE DATA ARE CONSIDERED OF QUEST- 
IONABLE RELIABILITY SINCE NO ORGANIZED MARKET EXISTS. 

IT IS LIKELY THAT FREE MARKET PRICES GIVEN ERR TOWARDS 
THE HIGH RATHER THAN THE LOW SIDE SINCE DEALERS REPORTED- 
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LY TEND TO CONCEAL PARTICULARLY GOOD DEALS MADE. 
DEPARTMENT OF INDUSTRY (DOI) SOURCE RELIEVES BULK OF UK 
TRANSACTIONS ARE MADE AT THE PRODUCER PRICE RATHER THAN 
IN FREE MARKET AND THAT FREE MARKET MIGHT BE DISTORTED 
BY RAPID TURNOVER OF THE SAME LOT OF COBALT). 
(5)GOVERNMENT POLICIES. 
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THE UK GOVERNMENT WILL CONTINUE TO WATCH THE SITUATION 
CLOSELY BUT IS NATURALLY ANXIOUS TO AVOID TAKING PRE- 
CIPITATE STEPS WHICH MIGHT DISTURB THE NATURAL OPERATION 
OF THE MARKET. AT PRESENT IT IS INTENDED THAT EXPORTS OF 
LIMITED OFFICIAL USE 
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COBALT SCRAP AND WASTE TO THIRD COUNTRIES WILL STILL BE 
ALLOWED SUBJECT TO SATISFACTION THAT THERE ARE NO 
IMMEDIATE CONSUMERS IN THE UK. HIGHER GRADE COBALT 
ALLOY SCRAP MAY ALSO CONTINUE TO BE EXPORTED UNDER THE 
PRESENT MONITORING SYSTEM. RESTRICTIVE ACTION ON EXPORTS 
OF OTHER FORMS OF COBALT CANNOT BE TAKEN UNILATERALLY 
BUT IS A MATTER FOR THE EEC COLLECTIVELY. STOCKPILE 
POLICY IS REFERRED TO AT 2 ABOVE. 

(6) COMPANY ALLOCATION POLICIES. 

A LEADING DISTRIBUTOR OF COBALT IS THOUGHT TO BE 
SUPPLYING AT PRESENT ONLY ON THE BASIS OF PAST USAGE AND 
FOR MONTHLY REQUIREMENTS ONLY. SALES ARE RESTRICTED TO 
KNOWN CONSUMERS AS OPPOSED TO MERCHANTS. WHILST THE 
SUPPLIER MAY NOT HAVE DISTRIBUTED COBALT DIRECTLY TO 
MERCHANTS AT ANY TIME IT IS THOUGHT THAT THE PRESENT 
CAUTIOUS POLICY FOR SUPPLIERS TO USERS INVOLVES A CON- 
SIDERABLE TIGHTENING INSPIRED BY THE DISRUPTION TO 
ZAIREAN SUPPLY. 

BREWSTER 
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